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Ratings
Facilities Amount (Rs. Crore) Rating’ Rating Action
ARE BBB; | .
Long Term Bank Facilities — Cash Credit 31.37 (Tripcl:e B; Outlo:::';teable) Reaffirmed
Short Term Bank Facilities — Letter of Credit 16.13 CARE A3+ Reaffirmed
(A Three Plus)
53.50 CARE A3+
hort T Bank Facilities — Bank t Reaffi
Short Term Bank Facilities — Bank Guarantee (enhanced from 46.50) (A Three Plus) eaffirmed
101.00
Total (Rupees One Hundred
and One crore)

Details of instruments/facilities in Annexure-1

Detailed Rationale & Key Rating Drivers

The reaffirmation of the ratings assigned to the bank facilities of Innovators Facade Systems Limited (IFSL) factors in the
experienced promoters, healthy track record of the company in the facade fabrication business, long standing association
with reputed clientele and a strong orderbook position. The ratings are further strengthened by the improvement in financial
risk profile of the company post fund infusion through the initial public offer (IPO).

The aforementioned ratings’ strengths are however tempered by IFSL’s moderate scale of operations, stretched liquidity
position owing to the working capital intensive nature of operations, geographic and customer concentration and risk
associated with the cyclicality in demand from the real estate industry.

Going forward, the ability of the company to further improve its scale of operations, maintain profitability margins while
efficiently managing its working capital requirements remain key rating sensitivities.

Detailed description of the key rating drivers
Key Rating Strengths

Experienced and resourceful promoters

Innovators Facade Systems Limited (IFSL) is an aluminium facade contractor for designing, engineering, fabrication and
installation of all types of facade systems. The company is headed by Mr. Radheshyam Sharma, who has a long standing
industry experience of more than 20 years. IFSL since inception has executed orders amounting to more than Rs.1,100 crore.

Reputed clientele and strong orderbook position

IFSL has a PAN India presence and has been executing projects in major cities like Mumbai, Pune, Thane, Hyderabad,
Bengaluru etc. for reputed corporate clientele. The company has also carried out fagade installations for major airports
across India. A healthy track record of operations and a long standing association with reputed clients has ensured repeat
orders for the company and addition of new corporates like Infosys, JW Marriot and Reliance Industries to its clientele.

As on September 18, 2019, the company’s orderbook stood at ~Rs.375.73 crore providing a healthy revenue visibility in the
near term. The ability of the company to execute its orderbook on a timely basis as well as generate cash flows as anticipated
remains crucial from credit perspective.

Above average financial risk profile

IFSL has reported improvement in its debt coverage and gearing ratios over the last 2 years primarily on the back of equity
infusion. During FY19, the networth base increased to Rs.109.26 crore from that of Rs.68.32 crore on the back of
capitalization post the IPO proceeds.

The overall gearing of the company (incl. LC Acceptances and Mobilisation Advances) improved to 0.70 times from that of
1.21 times in FY18 and 1.93 times in FY17. Given the working capital intensive nature of operations the company’s debt
profile primarily comprises of short term (working capital) debt.

The interest cost for FY19 declined vis-a-vis FY18 on the back of repayment of long term debt and lower reliance on working
capital borrowings; the interest coverage ratio thus improved to 4.47 times as against 2.59 times in FY18.
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Key Rating Weaknesses

Moderate scale of operations

The company’s topline during FY19 remained stable as it grew by merely 2.31% on a y-o-y basis, however over the period of
FY16-19 the company’s topline has clocked a CAGR of 88% increasing from Rs.94.39 crore in FY16 to Rs.158.76 crore in FY19.
The company in order to improve the scale of operations and cost efficiencies have set up offices in major metro cities to
facilitate marketing as well as project execution (largely for ease in logistics).

On the profitability front, in FY19, the company reported a stable PBILDT margin of 14.20% (FY18: 14.57% and FY17: 10.63%).
The improvement in the margin is also on account of company independently handling the contracting work which provides
better margin as against the subcontracting mode prior to FY18.

Working capital intensive nature of the operations

The company’s operations continue to remain working capital intensive with higher inventory and receivable days. The
inventory days increased to 105 days in FY19 as against 94 days in FY18 and 90 days in FY17. The total debtors (incl. retention
money and unbilled revenues) stood at Rs. 85.13 crore from Rs.82.84 crore in FY18. The counterparty credit risk seems to be
moderate given the company deals with reputed corporate clients.

Customer concentration and geographic concentration risk

Majority of the contracts of IFSL are from Mumbai, Navi Mumbai, Thane and Delhi. The revenue from top five customers
accounted for ~47% of the total revenues for FY19. However, the client concentration is on account of nature of the industry
where there are few large projects.

Stretched liquidity

The average fund based bank limit utilization stood high at ~90.63% during the trailing twelve months ended July 2019 and
provides limited liquidity backup. The company as on June 30, 2019 had cash balance of Rs.10.88 crore (of which Rs.10.27
crore was lien marked and balance Rs.0.61 crore being free cash). Thus the company has limited liquidity buffer.

Analytical approach: Standalone

Applicable Criteria

Criteria on assigning Outlook to Credit Ratings
CARE’s Policy on Default Recognition

Criteria for Short Term Instruments

Rating Methodology-Manufacturing Companies
Financial ratios — Non-Financial Sector

About the Company

Innovators Facade Systems Limited (IFSL), incorporated in 1999, is an Aluminium Facade contractor for designing,
engineering, fabrication and installation of all types of facade systems. The fabrication and glazing facility of the company is
state-of-art situated at Wada, Thane in Maharashtra spread over area of 1.25 lakh square feet. IFSL is headed by Mr.
Radheshyam S. Sharma who has 18 years of experience in the construction industry.

Covenants of rated instrument / facility: Detailed explanation of covenants of the rated instruments/facilities is given in
Annexure-3

Brief Financials (Rs. crore) FY18 (A) FY19 (A)
Total operating income 155.17 158.76
PBILDT 22.61 22.55
PAT 7.93 4,71
Overall gearing (times) 1.21 0.70
Interest coverage (times) 2.59 4.47
A: Audited

Status of non-cooperation with previous CRA: Not Applicable

Any other information: Not Applicable
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http://www.careratings.com/upload/NewsFiles/GetRated/Outlook%20Criteria.pdf
http://www.careratings.com/pdf/resources/CAREPolicyonDefaultRecognition.pdf
http://www.careratings.com/upload/NewsFiles/GetRated/Short%20Term%20Instruments.pdf
http://www.careratings.com/upload/NewsFiles/GetRated/Manufacturing%20Companies.pdf
http://www.careratings.com/pdf/resources/FinancialratiosNonFinancialSector.pdf
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Rating History for last three years: Please refer Annexure-2

Annexure-1: Details of Instruments/Facilities

Name of the Date of Coupon Maturity Size of the Rating assigned
Instrument Issuance Rate Date Issue along with Rating
(Rs. crore) Outlook
Fund-based - LT-Cash Credit - - 31.37 CARE BBB; Stable
Non-fund-based - ST-Bank Guarantees - - 53.50 CARE A3+
Non-fund-based - ST-Letter of credit - - 16.13 CARE A3+
Annexure-2: Rating History of last three years
Sr. Name of the Current Ratings Rating history
No. Instrument/Bank Type Amount Rating | Date(s) & [Date(s) & Rating(s)] Date(s) & | Date(s) &
Facilities Outstanding Rating(s) |assigned in 2018-| Rating(s) Rating(s)
(Rs. crore) assigned in 2019 assigned in | assigned in
2019-2020 2017-2018 | 2016-2017
1. [Fund-based - LT-Term LT - - - 1)Withdrawn - 1)CARE BBB-
Loan (06-Apr-18) ; Stable
(22-Feb-17)
2. [Fund-based - LT-Cash LT 31.37 CARE - 1)CARE BBB; Stable - 1)CARE BBB-
Credit BBB; (23-Oct-18) ; Stable
Stable 2)CARE BBB-; (22-Feb-17)
Positive
(02-May-18)
3)CARE BBB-;
Positive
(06-Apr-18)
3. INon-fund-based - ST- ST - - - 1)Withdrawn - 1)CARE A3
BG/LC (06-Apr-18) (22-Feb-17)
4. Non-fund-based - ST- ST 53.50 CARE - 1)CARE A3+ - 1)CARE A3
Bank Guarantees A3+ (23-Oct-18) (22-Feb-17)
2)CARE A3
(02-May-18)
3)CARE A3
(06-Apr-18)
5. INon-fund-based - ST- ST 16.13 CARE - 1)CARE A3+ - 1)CARE A3
Letter of credit A3+ (23-Oct-18) (22-Feb-17)
2)CARE A3
(02-May-18)
3)CARE A3
(06-Apr-18)
6. [Fund-based/Non-fund- | LT/ST - - - 1)Withdrawn - 1)CARE BBB-
based-LT/ST (06-Apr-18) ; Stable /
CARE A3
(22-Feb-17)
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Annexure-3: Detailed explanation of covenants of the rated instrument / facilities

Cash Credit Limit
A. Financial Covenants

1. |Interest Benchmark MCLR (1 year) plus 2.10% (spread) which works
out to 10.50 p.a. chargeable on monthly rests.

2. Margin 25%

3. Security Hypothecation of stocks of raw material, stock-in-process,

finished goods, stores & spares and receivables on pari-
passu basis in case of consortium/multiple banking

arrangement

4. Term of sanction One year

B. Non-financial Covenants

1. Insurance The assets created out of banks advance (besides
promoter’s contribution) shall be insured for full value by
the borrower/branch/cluster and all expenses in this regard
(including timely renewal of the insurance cover) shall be
borne by the borrower.

2. Penal Interest 2% p.a. on irregular portion

Note on complexity levels of the rated instrument: CARE has classified instruments rated by it on the basis of complexity. This
classification is available at www.careratings.com. Investors/market intermediaries/regulators or others are welcome to write
to care@careratings.com for any clarifications.
Contact us
Media Contact
Mradul Mishra
+91-22-6837 4424
mradul.mishra@careratings.com

Analyst Contact

Vikash Agarwal
+91-22-68374427
vikash.agarwal@careratings.com

Relationship Contact

Kunal Shah

+91 9920225488
kunal.shah@careratings.com

About CARE Ratings:

CARE Ratings commenced operations in April 1993 and over two decades, it has established itself as one of the leading credit
rating agencies in India. CARE is registered with the Securities and Exchange Board of India (SEBI) and also recognized as an
External Credit Assessment Institution (ECAI) by the Reserve Bank of India (RBI). CARE Ratings is proud of its rightful place in
the Indian capital market built around investor confidence. CARE Ratings provides the entire spectrum of credit rating that
helps the corporates to raise capital for their various requirements and assists the investors to form an informed investment
decision based on the credit risk and their own risk-return expectations. Our rating and grading service offerings leverage our
domain and analytical expertise backed by the methodologies congruent with the international best practices.
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Disclaimer

CARE’s ratings are opinions on the likelihood of timely payment of the obligations under the rated instrument and are not
recommendations to sanction, renew, disburse or recall the concerned bank facilities or to buy, sell or hold any security.
CARE’s ratings do not convey suitability or price for the investor. CARE’s ratings do not constitute an audit on the rated
entity. CARE has based its ratings/outlooks on information obtained from sources believed by it to be accurate and reliable.
CARE does not, however, guarantee the accuracy, adequacy or completeness of any information and is not responsible for
any errors or omissions or for the results obtained from the use of such information. Most entities whose bank
facilities/instruments are rated by CARE have paid a credit rating fee, based on the amount and type of bank
facilities/instruments. CARE or its subsidiaries/associates may also have other commercial transactions with the entity. In
case of partnership/proprietary concerns, the rating /outlook assigned by CARE is, inter-alia, based on the capital deployed
by the partners/proprietor and the financial strength of the firm at present. The rating/outlook may undergo change in
case of withdrawal of capital or the unsecured loans brought in by the partners/proprietor in addition to the financial
performance and other relevant factors. CARE is not responsible for any errors and states that it has no financial liability
whatsoever to the users of CARE’s rating.

Our ratings do not factor in any rating related trigger clauses as per the terms of the facility/instrument, which may involve
acceleration of payments in case of rating downgrades. However, if any such clauses are introduced and if triggered, the
ratings may see volatility and sharp downgrades.

**For detailed Rationale Report and subscription information, please contact us at www.careratings.com
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